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Senate Republicans have begun moving on 
several tracks to rearrange key tax and 
spending provisions of the House GOP’s 
“Contract With America.” 

Senate Finance Committee Republicans 
emerged from a weekend retreat with their 
Democratic colleagues resolved to block pas- 
sage of the House GOP’s $188 billion tax cut 
package and to put off action on tax relief 
proposals until Congress completes work on 
major deficit reduction this summer. 

Finance Committee Chairman Bob Pack- 
wood (R-Ore.) said yesterday that Congress 
would reduce the deficit by “an immense 
magnitude beyond what people believe is 
possible,” but that major tax reductions along 
the lines advocated by House Republicans 
were not in the cards. 

“To the extent that we can both reduce 
the deficit to zero over seven years and have 
tax cuts, so much the better,” Packwood said 
in a speech to the National Association of 
Manufacturers. “But I don’t think we should 


put the priority of tax cuts first and then re- 
ducing spending later.” 

House Republican leaders plan to com- 
plete work on their tax package — inc lu din g 
both a $500-per-child tax credit for families 
making up to $200,000 a year and a sharp 
reduction in the capital gains tax — before 
Congress leaves for the Easter recess. Near- 
ly 100 Republicans plan to deliver a letter to 
the House GOP leadership today, urging that 
the credit be targeted to families making a 
maximum of $95,000 a year. 

However, an aide to House Speaker Newt 
Gingrich (R-Ga.) said such a change is un- 
likely. 

Sen. Daniel Patrick Moynihan (N.Y.), the 
ranking Democrat on the Finance Commit- 
tee, who attended the weekend retreat, said 
Democrats and Republicans generally 
agreed that “deficit reduction was the issue” 
and that “tax cuts were out of order.” 

Sen. John Breaux (D-La.), another com- 
mittee member at the retreat, said, ‘We do 
not have a lot of people marching on Wash- 
ington asking for tax cuts.” 

But committee member Sen. Charles E. 
Grassley (R-Iowa) predicted that some “mod- 


est” tax relief would emerge from Congress 
later this year to satisfy the demands of Sen. 
Phil Gramm (Tex.), a Republican presidential 
candidate, and other conservatives sympathet- 
ic to the House tax proposals. 

“They [the tax cuts] don’t have to be as 
great as the House wants and they must be 
oriented toward the family,” Grassley said. 

The Senate also is expected to put its im- 
print on a recision bill passed last week by 
the House that would pare $17.1 billion from 
the current budget and reduce spending by 
$40 billion to $50 billion over five years. 

The House legislation exempted defense 
and military construction accounts, but Sen. 
Mark O. Hatfield (R-Ore.), who chairs the 
Senate Appropriations Committee, said yes- 
terday that he has directed that those ac- 
counts be screened for possible cuts as well. 

Some Democrats and Republicans say def- 
icit reduction should take precedence over 
everything, including tax cuts and increases 
in Pentagon spending, or the spending cuts 
could be branded as imprudent and unfair. 

The liberal-leaning Center on Budget and 
Policy Priorities, for example, concluded that 
63 percent of the House cuts are in pro- 


Provisions of House ‘Contract’ 



grains for low-income families and individu- 
als. Hatfield suggested yesterday in an inter- 
view that military spending could not be “dis- 
connected” from the deficit problem any 
more than the tax cut issue could be. 

“They’re asking people to make sacrifices 
at the same time they’re saying military 
spending must escalate,” he said. 

On Sunday, House Budget Committee 
Chairman John R. Kasich (R-Ohio) said 
House Republican leaders had agreed to 
freeze defense spending at the current $270 
billion for at least the next five years, rather 
than increasing it. 

Hatfield, who was attacked by senators 
within his own party for casting the lone Re- 
publican vote against the balanced budget 
amendment, indicated that the size of the 
Senate’s spending recision package would be 
in the same “ballpark” as the House-passed 
version, but with different spending cuts. 

In addition to possibly tapping defense and 
military construction, Hatfield said the Ap- 
propriations transportation subcommittee 
that he chairs probably would make deeper 
cuts than the House did. 

“We’ll never balance the budget on the 


baseline of discretionary spending,” Hatfield 
said, referring to the one-third of the total 
budget that does not cover interest on the 
debt or Social Security, Medicare and other 
such “entitlement” programs. 

Speaking to reporters after his speech to 
the manufacturers association, Packwood 
said that he agreed with Republican budget 
committee leaders in the House and Senate 
that the budget could be balanced by 2002 
merely by slowing the growth of spending by 
$1 trillion or more, but that “nothing is sa- 
cred,” including Social Security and other en- 
titlement programs. 

“I have said all along Social Security 
should be on the table,” he said, but “we 
haven't crossed that yet.” Packwood said 
that while cuts in Social Security benefits 
have been ruled out by Republican leaders, 
his committee would consider trying to elim- 
inate a bias in a formula that overstates cost- 
of-living adjustments in Social Security pay- 
ments. 


Staff writer Spencer Rich contributed to this 
report. 



